QUICK REFERENCE 



THE TAX INSTITUTE' Impact of K«y Tax Law Changes for Individuals and Business - Calendar Year 2012 
at h&r block As of September 7, 201 2 



i 


What is It? 


Who is Impacted? 


When Is It 
effective? 




Impact to the Taxpayer 
at tax time 




Tax few* explrod in 2011 




1 


AMT Patch (Form 6251) 

• For 2012, exemption amounts ere $33750 {single); $45,000 
(MFJ); $22.!iOO (MF$) 


i IrxJrvWuals with preference items and 
adjustments that will increase AMT 
Income above exemption amounts 


Expired 
12/31/2011 


- Determine 4 affected by AMT 
• Reduce preference ilems A 
possible 


• Exemption amounts are lower so mo 
taxpayers may bo subject to AMT 


2 


"Small Extenders" 

• State/Local sales to itemized deduction (Stfiedule A) 

• Tuition and Foes Deduction (Form 8*17) 

• $250 qualified educator &o>u*tment {Form 1040) 

• Ounfcftod charitable Astnouitona from IRAs up to $100,000 
{Form 1040) 

• tortgage insurance premium dodueooo (SchedtXj A) 


• Residents of states with no state raome 
lax 

• Taxpayers with higher-education 
expenses not darning an aducabon credit 

• Taxpayers ago 70 ft or older who wish to 
row Astnout-3ns direct* to charities 

w 

• Taxpayers vrfio paid mortgage Insurance 


Expired 
12/31/2011 


» Oatormiw impact, if any. of tax 

beneM expiring 
* Evaluate withholding 

or ouaruyty estimates as 


• Lost tax benefits may increase 
taxpayer's tax feabtlty 

* Loss of acquitments could increase 
taxpayer's AGi, possibty Olrninating t 
roduang other tax boneta 


3 


Nonbusiness Energy Property Credit (Form 56M) 
• ^refundable credit for 1 0% of costs of qualrfymg home 
lrr()rov6morrt5 for heatir^crxfcng eft kciency with a $600 
-tttm* maximum 


• InoWxJuate who invest In otherwise 
quaWying improvements to their homo 


Expired 
12*1/2011 


. Be aware that the credit is 


'N-'^Pn?Ol? this ^redtwJI not 

be avauawe to lawyers 


4 


Section 179 deduction (Form 4562) 

• Daduction was increased and expanded for 201 1 only 

• Taxpayers may expanse up 10 $139,000 of quakflod property 
expenditures for 2012 

• For 2012. in© phasoout throshoW begins at expendrtures over 
$560,000 


* Businesses thai purchase tangible 
personal property 


Expired 
12/31/2011 


J* 6a aware of changes in the 
deduction in 2012 


• Taxpayers may expense a smaller 
portion of their capital expeooKunw 
when placed m service 

* Reduced section 179 deduction 
means higher depreciation deoucbor 
m later years 




100% Bonus Depreciation (Form 4562) 
- In 2012. 50% bonus dorxeoatton b eflowvd 




20!1onry 




• Lower bonus depreciation means 
higher depreciation doouctwi in late 
years 


Tax laws effective for 


2012 




6 


American Opportunity Credit (AOC) (Form 8863) 

• Credit up to $2,500 for tho first four years of eolaga 

* Partially refundable, up to $1,000 


■ Cottage students or thoir parents if 
clawing the student as a dependent 


Expires 
12/31/12 


• Be awaie trie owH expires 
1MtM2;rev«atopfo-ARRA 
Hope CM* 


• After 2012. there may be fewer tax 

benefits arable for education 
. ThecredrtisatowedforAMT 


7 


Adoption credit (Form $839) 

* For 2012, the cred* is $12,170 {indexed for inflate} 

• Subject to tax kabdrty Illations and carryover ruies 


• Fam/*es who complete; an adoption In 
2012 

• Famtfes who paid quaMed expenses for 
an incomplete ocrnestk: adoption in 201 1 

• Fam*ea who paid quoted expenses m 
2012 for a proviousry completed ttJoption 


2012 


• 8o aware of chanoes 

* Evaiuale W-4 withholding and / 
or quarterly estimates as 
appropriate 


• The creos w* be nonrefundaWe tor 
taxpayers beginning in 2012 

• 6eginnirv;in2013a^oreditwilbo 

»*»^»^<^**«* 

needs aoocoons 
-On-V actual expenses o^bio 


8 


2010 rollover to Roih Income inclusion (Form 1040) 
• Hal* of the amount rolled into a Roth IRA from a Qualified plan 
in 2010 must bo included In income in 2012 


individuals who rofced amou.it?. ..v> ;i R-/h 
IRA torn a qualified plan in 2010 and did 
not elect to report the converse for 2010 


2012 x 


. FJo Form 8606 with return 
• Report one-half of the roaovor 
,w>. iM'„r/^em 2012 


. The taxpayer will owe tax on Ihe 
income 


3 


No printout of itemized deductions and personal 
exempttona 


. High income taxpayers 


2012 i 




- After 2012. rtemued oeducbons and 
personal exemptions w* be phased 
out based on IricernethreshoU 
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What Is It? 


Who is impacted? 


When is it 
effective? 


What does the 
taxpayer need to do? 


Impact to the Taxpayer 
at tax time 


10 


Payroll Tax Holiday -ftot an Income tax event 

> For 2012. employees and solf^mptoyod indrvxJuars will pay 2 

percon(3go perils loss m social security tai 
. Employees will pay tax of 4 .2% (insioad of 6 2%) on wogos 

earned up to $106,800 (Form W-2) 


AM taxpayers *ho earn incomo subjoct to 




• Employees do not need to do 
anything 

• Serf-em ployed taxpayers may 
be able to tower estimated taxes 
based on the reduction 


.There* no «r,pacUo employees as 
tNs does not affect the income lax 
return 

. Higher take-home pay for employee* 
• Lower SE lax for self-employed 
taxpayers 






Tax laws effective In 2013 




11 


. Ta^f^l^f^rt 10^^28^. 31*. 36^6. 39.6% trom 10%. 


• ^taxpayers 


2013 


• Be aware that current taw 
expires 12/31/2012 

• Evaluate timing of income 
changes to be taxed in 2012 
versus 2013 


> Many taxpayers w* have a higher ta 
liability in 2013 than in 2012 


12 


"I™ jTarS "^erJuction and low lax brockets are deceased 


- GonoraJry afl married taxpayers who have 
ataxKabftty 


2013 


> Be aware current law expires 
12*01/12 
• Evaluate W-4 withholding and / 
or quarterly estimates as 
appropriate 


- Many married taxpayers will have a 
higher tax UatxWy in 2013 than in 201 
rotative to two single taxpayers with 
the same incrxne 


13 


Capital sain* and dividends (Form 8949 and Schedule 0) 

. Long-lorm capital gain rates increase from 0% and 1 $% to 

10% and 20% AND 
• AI dividends are taxed at ordinary rates 


> Anyone who setfc c^pxtul gain property 
after 12/31/2012 that was held more than 
one year 

• Investors who receive long-term capital 
□runs and dividends after 12/31/12 


2013 


* Be aware current law expires 

12/31/12 

• Consider taking capital gains m 
2012 and deterring capital 
losses to 2013 


* Tax rates for these Hems are 
increasing, potentially resutong in 
r^laxliaWity 


14 


Mortgage forgiveness debt relief (Form 982) 

. Cancelation of deot income on mortgages for principal 
residences no longer excluded from income 


> Taxpayers whose mortgages are canceled 
or reduced 
* Foreclosure not required for cancelation 
ofdobt incomo 


2013 


» Avoid foreclosure 

. If debt for grveness is inevitable. 

negotiate with lender for 2012 

acton 


- inckrsoo in incomo wil result in high, 
taxtobilty 


15 


Earned Income Tax Credit (Schedule EIC) 

• For years starting in 2013. largest benefit available is lor 

famii.es wrth two children AND 
i Marriage penafty relief is eltmmated. making HFJ phaseoul 

same as unmarried filers AND 
> Calculation ol credit reverts to pr©*2001 tax law 


» Joint filers and / or families with three or 
more children 

Taxpayers with pre-tax savings (e g. a 
401(k). tax-exempt intorost. and certain 
losses 


2013 


> Be aware current law expires 
12/31/12 
. Evaluate W-4 withholding and / 
c* quarterly estimates as 
acctfopriete 


- in 2013. irany qualified taxpayers vrt 
receive less of a credit 


16 


Child UK credit (CTC) (Schedule M"*"*"* -n«20«) 

• For years starting in 2013. credit is reduced from $1,000 to 
S500 per eligible child AND 

' ESiSSsS! 10 ' an " ,,e6 m eame0 ** 

three or more cnWren 


- Farruf >es wrth crukfron under age 1 7 


2013 


• Be aware current law expires 

12/31/12 
. Evaluate W-4 withholding and / 


. in 201 3. amount of credrt is reduced 
Dy $500 

» In 201 3. refundebiftty changes may 
result in:(l) $0 credit for low Income 
families with ono or two chMren ANC 
(2) limited refundaWity for famiies 
with three o. rr*ro children 
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Health Care Reform - Key Tax Laws for Individuals 

As of May 1,2012 





What is It? 


Who is Impacted? 


When is 11 
effective? 


What does the 
taxpayer need to do? 


1 


Adoption credit 

Increases the 2010 adoption credrt lo $13,170 (previously sol at $12,170 foe 2010) and 
makes the credit and any carryover lo 2010 fully refundable 


Individuals who adot* a chBd in 2010 
and 201 1 or who have adopted a 
child In a prior year and have credit 
carry forward to 2010 


2010 


- Claim credit via tax return 
• Be aware of phase outs thai may reduce or 
eiminale the credit 

. ■ — 


2 


Flexible Spending Account (FSA) / Health Savings Account (HSA) / Health 
Reimbursement Account (HRA) / MSA reimbursable expenses 

Changes reimbursable modication expenses to include only prescribed drugs and insulin 
and excludes oveMhe-counter medication and medtca! raited uw; 


lr*Jtvxlu3ls using FS/VHSAs tor over- 
the -counter medications 


2011 


• Stop using FSA/HSA for purchase of over-the- 
counter mentions and rnerJcal-rciated items 
such as bandages 


3 


Flexible Spending Accounts (FSAs) maximum contribution 

Decreases annual maximum contribution to FSAs to 52.500 (currently set at $5,000) 


indrviduals who contribute loan FSA 


2013 


. Limit FSA contributions lo $2,500 
. Use FSA funds for allowed expenses 


4 


Health Savings Account distributions 

Increases the penalty for ncnqualrfied distnbuuons from o health savings account to 20% 
(currently set at 10% for 2010) 


indrviduals who take nonqualified 
distributions from an HSA 


2011 


• Be aware of increased penalty for nonqualified 
HSA distributions 


5 


Medical expense doduction (Schedule A) 

increases threshold (or deducting medical expenses to 10% of AGI (currently set at 7,5% 
of AGI) for indhrtduals under the age of 65 at the end of the year 


ndrviduals who incur large medical 
expenses that are not covered by 


2013 


t Be aware of reduced deductibiliiy. 


6 


Medicare tax on earned Income 

Increases the emc4oyee portion of Medicare tax from 1 .45% to 2 35% for earned income 
n excess of $200,000 ($250,000 for joint filers. $125,000 MFS). AJso applies to self- 
employment incc<T>e 


Higher-fiKome individuals wrth earned 
income exceeding 5200.000 
($250,000 tor Joint filers. $125,000 for 
MFS) 


2013 


. Pay any appftcabte lar via lax return 


7 


Additional tax on not Investment Income 

Introduces a new 3.8% lax on net investment income (e.g. dividends, interest, capital 
gain) for higher-income taxpayers 


H^hwnncome Individuals wrth net 
rrveslment income whose MAGI 
exceeds $200,000 ($250,000 for Joint 
filers. $125,000 for MFS) 




• Pay applicable tax via lax return 


8 


Compliance 

Requires individuals to obtain hearth care coverage. If individuals choose not lo obtain 
coverage (and are required lo do so), they M pay a penalty, in the form of an addtfonaJ 
tax. for each individual required lo be covered. 

. The annual penatty per individual is $95 in 2014. $325 in 2015. and $695 in 2016. and 

adjusted for inflation after 2016. 
• The penalty Is limited to the national average premium for rnirwnum coverage times a 

certain % (1.0% in 2014. 2.0% in 2015. 2.5% m 2016) 


• AM individuals 16 or older, unless 

■w h ww w mw—r "w vr m— mr — - mr — 

specifically exempt (e.g. Not legally 
present in US. Native Americans, 
indrviduals whose insurance costs 
>8%c/househc4d income) 

• Generally, the penalty w* not apply 
rf the individual was without health 
care for less than 90 days 


2014 


• Obtain or maintain qualifying health care by 
required date 

• F»le a return substantiating coverage each year, 
beginning on required date OR 

• Pay apf^bte penalty via tax return 


8a 


Subsidy for health coverage requirement 

Fa6Wales compliance in obtaining hearth care coverage. Individuals w*h income at or 
below 400% of the poverty level who purchase Insurance through on exchange may 
qualify for a subsidy to help cover the cost of the insurance. 


Lower-income indrviduals and families 

• Single: $44,660 

• Married w*h 2 children: $92,200 
Note: These values are as of 

4/1/2012 


2014 


• Oualtty^ng »ndrv*duals ikery w* need to apply ror 
the subsidy with the exchange 

• Adjustment for under or over payment may 
occur via tax return 



QUICK REFERENCE 
Health Care Reform - Key Tax Laws for Business 

As of May 1,2012 

IICR Btniacn QRC O50I2O12 BW 



ft 


What Is It? 


Who is impacted? 


Whon is It 
effective? 


What does tho 
business need to do? 


1 


• A Qualified small cmp4oy<K (S^rogular fun-fame equivalent (PTE) employees or MM vrtth an aw age annual 
©mpiovco payrca under $50,000) pay* at least 50% of %<*Uonty hoatth insurance premiums on boharf erf its 
employees *WQua«yfOf a tax credit. NOTE: Any employee who wotfca more than 120 day* is considered a regular 
emrxcyee and included m the cateUaboo Tns includes seasonal labor. 


• Small employers with 
25 or fewer employees 
and annual average 
payroll under the 
threshold amount 


2010 


* Provide hearth insurance to 
employees 

• Ensure continued eagittifty for the 
credit by controiing starting and pay 

. Claim crotfl via lax return 


2 


Excise tax on Indoor tanning 

• A 10* tax will apply lo Indoor tanning procedures after 7/1/10 


provide indoor tanning 
services and their 
customers 


2010 


• Collect excise tax from customer* 
and rem* on a quarterly baw using 
IRS Form 720 


3 


Reporting of empJoyer-paW health Insurance premlumi 

* Emr^oyers will 6e required to report the doUar amour* of the health irmjranco premiums paid lor each employee on 
their W 2 The amount wtfl be shown on the W-2 as a nootaxaote employer fringe benefit 


• All employers, 
generally, regardless of 
*of employees or 
health Insurance 


?Z\2 
(Optional for 2011: 
(xansttton rules for 
2012) 




4 


Requirement to provide hearth cant coverage 

• Employers with 50 or more fuSWe equivalent (FTE) regular emptoyeos must provide health care coverage to fyjb 
ftrne fFTi rrKKAzr om^ovws and pav at least 60% of the premium cost The roqufoment to provWe coverage is 

dr ii.rmined by ook ng bacfc lo the prior calendar year on 1 AlOMNy M* 

• Genomfry. to calculate tho * of FTEs, sum the output erf 1 6 2 betow for employees that work more than 120days 
per year 

(1) FT employees: Count the number of FT employees who work al least 30 hours a week. 

!MES^lf3S. , :s:•a;^" w - ,n, •* ,,, ' 

Note: It * still unclear as lo whether or not omptoyees who work 120 days r*on<onbV>uousry are considered seasonal 
omptoyoo*. We are awaiting IRS guidance on this matter 


* Employers wtth50or 
more employees 


20M 


• Determine if required to provide 
insurance. If so. provide quatfying 
health coverage and pay at least 
60% of the premiums OR 

• Pay penalty via lax return (see *5) 


5 


Compliance Penalty/ Pay or Play Implication* 

• Uncovered: If a qualified employer does not provide rWwnum health insurance coverage and at least one FT 
ompoyee has boon certrfiod as enrolled in a subSK&ed hearth plan (considered a certrf-ed ©mptoyee) the employ 
ts subjoct to a monthly excise tax ot 52,000 drvided by 12 ernes (the number of uncovered FT employees minus 30) 

• inadequatrj mfraoa; tf a quaafied employe/ provides health care coverage but pays less than 60% of the premiums 
for FT employees OR provides uraffordaWe coverage (at least one employee's share of the premium is more than 
9.5% of the employee 's household income), the employer ts subject lo art excise tax up to the lessor of: 

(1 > $3,000 drvided by 1 2 limes (the number of employees who obtain subsided insurance 

through the exchange) OR 
(2) $2,000 drvided by 12 times (tho number of FT employees rranus 30) 


• Employers wrth 50 flf 
rjQOjfjj employees 

• Employers whofaJto 
provide "qualified" 
health coverage 

• Employers who choose 
not to or rjvkie health 
insurance 


2014 


• Pay penalty rfa lax return I 

#f*m 


6 


Excise tax on high cost ("Cadillac") plana 

. A 40% nondoductibk) excise tax vnli be assessed on coverage exceed*^ $10,200 for ^dividual annual coverage 
and 527.600 for famiy coverage 


• Employers who offer 
"Cadillac" health 
insurance coverage 


2018 


. Determine * offomg a 'Cadrtlac* 
hearth plan makes sense for the 
business 

Note: insurance compamea provWg 
health coverage wrti be respons*le for 
paying excise tax. The lax w* most 
likely oe passed on to employers via a 
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